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be cut across the width of the bale, bro-
ken in half or split lengthwise, and
otherwise drawn under Agricultural
Marketing Service (AMS) dimension
and weight requirements. This require-
ment will not prohibit sampling of the
cotton at a later date if authorized by
the producer.

(n) Marketing assistance loans may
be disbursed to eligible producers who
store upland cotton in unapproved
storage facilities only if the producer
agrees to redeem the marketing assist-
ance loan on the date on which the
loan is disbursed with a commodity
certificate exchange.

(o) If marketing assistance loans or
loan deficiency payments are made
available to producers through a CMA
under part 1425 of this chapter, the ben-
eficial interest in the cotton must al-
ways have been held by the producer-
member who delivered the cotton to
the CMA or its member, except as oth-
erwise provided in this section. Cotton
delivered to such a CMA shall not be
eligible to receive a marketing assist-
ance loan or a loan deficiency payment
if the producer-member who delivered
the cotton does not retain the right to
share in the proceeds from the mar-
keting of the cotton as provided in part
1425 of this chapter.

[67 FR 64459, Oct. 18, 2002, as amended at 68
FR 49328, Aug. 18, 2003; 69 FR 12056, Mar. 15,
2004; 71 FR 32426, June 6, 2006; 71 FR 51427,
Aug. 30, 2006; 71 FR 60413, Oct. 13, 2006; 73 FR
65719, Nov. 5, 2008]

§1427.6 Disbursement of loans.

(a) Individual producers may request
loans from:

(1) FSA County Service Centers;

(2) Loan servicing agents; or

(3) An approved cotton clerk who has
entered into a written agreement with
CCC on a form prescribed by CCC.

(b) Loan proceeds may be disbursed
by CCC or a cotton commercial bank.

(c) The loan documents shall not be
presented for disbursement unless the
cotton covered by the mortgage or
pledged as security is eligible under
§1427.5. If the cotton was not eligible
cotton at the time of disbursement, the
total amount disbursed under the loan,

§1427.8

and charges plus interest shall be re-
funded promptly.

[67 FR 64459, Oct. 18, 2002, as amended at 73
FR 65720, Nov. 5, 2008]

§1427.7 Maturity of loans.

(a)(1) Form A loans and Form G loans
mature on demand by CCC and no later
than the last day of the 9th calendar
month following the month in which
the note and security agreement is
filed under §1427.5(a).

(2) CCC may at any time accelerate
the loan maturity date by providing
the producer notice of such accelera-
tion at least 30 days in advance of the
accelerated maturity date.

(b) If the loan is not repaid by the
loan maturity date, title to the cotton
shall vest in CCC the day after such
maturity date and CCC shall have no
obligation to pay for any market value
which such cotton may have in excess
of the amount of the loan, plus interest
and charges.

(c) Following written notice by CCC
to the producer and warehouse oper-
ator, CCC may advance the maturity
date of cotton pledged as collateral for
a marketing assistance loan if:

(1) CCC determines such loan cotton
collateral is improperly warehoused
and subject to damage,

(2) Any term of the producer’s loan
agreement is violated, or

(3) Carrying charges are substan-
tially in excess of the average of car-
rying charges available elsewhere and
the storing warehouse, after notice, de-
clines to reduce such charges.

[67 FR 64459, Oct. 18, 2002, as amended at 73
FR 65720, Nov. 5, 2008]

§1427.8 Amount of loan.

(a) The loan rates for crops of upland
cotton and ELS cotton will be deter-
mined and announced by CCC and made
available at State and county offices.

(b) The quantity of cotton which may
be pledged as collateral for a loan shall
be the net weight of the eligible cotton
as shown on the warehouse receipt
issued by an approved warehouse, ex-
cept that in the case of a bale which
has a net weight of more than 600
pounds, the weight to be used in deter-
mining the amount of the loan on the
bale shall be 600 pounds. Cotton
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§1427.9

pledged as collateral for loans on the
basis of reweights will not be accepted
by CCC.

(c) The amount of the loan for each
bale will be determined by multiplying
the net weight of the bale, as deter-
mined under paragraph (b) of this sec-
tion by the applicable loan rate.

(d) CCC will not increase the amount
of the loan made for any bale of cotton
as a result of a redetermination of the
quantity or quality of the bale after it
is tendered to CCC, except that if it is
established to the satisfaction of CCC
that a bona fide error was made for the
weight of the bale or the classification
for the bale, such error may be cor-
rected.

(e) The loan rate as determined under
paragraph (a) of this section adjusted
for applicable premiums and discounts
will be reduced by 30 percent during
each of the 2009 through 2012 crop years
for producers who make an irrevocable
election to receive ‘‘Average Crop Rev-
enue Election’ program payments as
provided in §1412 of this title or else-
where in this title.

[67 FR 64459, Oct. 18, 2002, as amended at 73
FR 65720, Nov. 5, 2008]

§1427.9 Classification of cotton.

(a) All cotton tendered for loan and
loan deficiency payment must be
classed by an AMS Cotton Classing Of-
fice or other entity approved by AMS.

(b) An AMS cotton classification
must be based upon a representative
sample drawn from the bale by sam-
plers under AMS procedures and in-
structions.

(c) If the producer’s cotton has not
been classed or sampled in a manner
acceptable by CCC, the warehouse must
sample such cotton and forward the
samples to the AMS Cotton Classing
Office or other entity approved by
AMS. Such warehouse must be licensed
by AMS or be approved by CCC to draw
samples for submission to the AMS
Cotton Classing Office.

(d) If a sample has been submitted for
classification, another sample shall not
be drawn, except for a review classi-
fication.

(e) Where review classification is not
involved:

(1) If through error or otherwise two
or more samples from the same bale
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are submitted for classification, the
loan rate will be based on the classi-
fication having the lower loan value;

(2) CCC will use classification infor-
mation received directly from AMS
rather than AMS classification infor-
mation received from the producer.

(f) CCC will base any cotton loan rate
or loan deficiency payment rate on the
most recent classification information
available before the loan or loan defi-
ciency payment has been calculated.
CCC will not adjust such rates based on
review classification information sub-
mitted subsequent to the original ben-
efit calculation.

[67 FR 64459, Oct. 18, 2002, as amended at 73
FR 65720, Nov. 5, 2008]

§1427.10

(a) Eligible cotton may be pledged as
collateral for loans only if stored at
warehouses approved by CCC, unless
the producer agrees to provisions of
1427.5(n).

(1) Persons desiring approval of their
facilities should contact the Kansas
City Commodity Office Beacon Facil-
ity-Mail Stop 8748, P.O. Box 419205,
Kansas City, Missouri 64141-6205.

(2) The names of approved ware-
houses may be obtained from the Kan-
sas City Commodity Office or from
State or county offices.

(b) When the operator of a warehouse
receives notice from CCC that a loan
has been made on a bale of cotton, the
operator shall, if such cotton is not
stored within the warehouse, as di-
rected by CCC place such cotton within
such warehouse.

(c) An approved cotton storage ware-
house may temporarily store cotton
pledged as collateral for a CCC loan
outside, subject to the following condi-
tions:

(1) The warehouse submits a request
for approval of outside storage in a for-
mat prescribed by CCC.

(2) The warehouse is located in a
storage deficit area as determined by
CCC.

(3) The warehouse complies with all
outside storage requirements estab-
lished by CCC including but not limited
to the duration of such outside storage
as granted by CCC for the individual
application, all-risk insurance for the
loan value of the cotton with CCC as

Approved storage.
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